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J) RA Pi.
Statement from Anthony T. EastoD toac:emlDI FCC Auction 5 pes

blddlal OD January 23, 1996 by pes 2000 L.P.

On Ianuary 23, 1996, I was the responsible person authorized to bid on behalf of
PCS2000, L.P. Cor the FCC Auction 5 pes auction.

Out bidding strategy this morning was to bid the milIimum requited bid amount for each
maricct, and IS late IS possible in the bidding window. This is a continuation of our
bidding strategy ofthe past several days. Our bidding system is highly automated and
enables us to bid on multiple markets, with the bids being done the night before. This
morning, however, there was an exception to this rule. Our bidding analysis was not
completed untill:4S AM, PST.

At approximately 8:45 Mi, PST, I began to enter bids into our internal Excel Bid Entry
System from the workstation at my desk. This internal bidding system has been used
continuously since the tint day ofthe auction.

This system allows the authorized bidder to review on-screen the previous day's high bids
and to make new bids bued on the minimum number ofSIPOP or Slmarket amounts. One
simply highlights the desired market, and enters the sequence "AIt-FI" to select the
market. The mark:t bid is then entered by moving the cursor to tbe appropriate "SIPOP"
or "Market ValIOC'" line and pushing the "SHIFT-ENTER" key combination.

I proceeded to do this for all marlcets desired to be bid OD for the day. Upon completion
of this wk, I saved the file in one ofour Uscenarios" wing the ..ALT-Fll key", and sent
the file to the FCC.UPLOAD section ofour Novell network server for capture by the
FCC bid entry 900 nwnber system which resides on another machine in another office.

At this point, our FCC system bidding operator, one of our auction staffpersonnel,
retrieved the tile from the network server and uploaded it to the FCC - and left the market
bids displayed on the screen until authorized to release the data. as a final Wbid" to the
FCC

In~ meanwhile, I was reviewing the bids with another lJUthorized member of the bidding
team on the telephone to cordirm that they were correct. It wu decided that we should
caned our bids on several smaller markets: B094, B167,B397 and B269, along with B030
and 8453 - if we could safely remove these markets from bidding this round - and still be
above our minimum bidding unit requirement.

AF. there was about 18 minutes left to bid., I walked into our FCC bidding computer area
which has the 486 PC on-line to the FCC bidding computer in Washington, and instruaed
the computer operator to manuaIly remove these bids from the FCC on-line screen. This
she did.

73



,-,,,,,,,,,,,,,

We then proceeded to review the FCC screen to make sure that the bid units were correct.
I noted a discrepancy between our internal bid system and the FCC', acrccn and held the
bid for several minutes. I noticed that one market which I had instrUcted to remove from
our Ktive biddina (B4'J) had not been removed from our bid. When this wu done.
however. the FCC system responded that we were now below our biddinS unit minimum.
I instructed that thiJ market be ~added. to the tilt, and the FCC screen then confirmed
that we had suffident pops. I compared this number with the biddin; units displayed on
my screen, and conlirmed that both our internal system and the FCC'. system appeared to
be in sync and correct. Sevoral of uS (three people) then briefly reviewed the screen
display for correctness and sem forward the bid to the FCC system.

I returned to my office, proceeded to re-savc our internal Excel spread sheet and sent the
bidding file forward again to the FCC i.,temal bidding subdirmory on our Network
server. I then did a master screen print ofme entire records as displayed to me and a
screen print of the specific markets bid (and amounts bid) displayed to me. 1repeated this
operation twice. One copy was initialed by me, along with date and time notations, and
placed in a J-rinS binder of historic bid data we keep in our offices. The second copy was
posted on our rODAV'S BID wall board for office staff to review.

Apprmcirnatety twO hours later, we were retrieving the FCC bid data from the F1'P server
(we find it impossible to get this data reliably any sooner here as our leased-line Internet
connection via Netcom to the FCC FTP server - Infoserver. FCC.GOV - is usually
swamped before this time, acd our autoawed bid retrieval software often times out before
an the necessary data files can be down-loaded to us. This, in fact, happened again this
morning. By the time that we were able to dcrwnload the FCC data and print it out, the
bid withdrawal period had been closed by 1S minutes.

The staff then proceeded to run a series ofautomated reports known internall)' a.s our
"Flash" reports which are used to determine key early resWu prior to a more detailed data
base system proces! (which takes about 3-S hours to do). To our horror. one of the staff
members reviewini our "High Bid" ~Its discovered the discrepancy in the B-324
Norfolk-Virginia Beach market. Our bid ofSIl.Ol per POP (S18,006,000), the minimum
allowed bid by the FCC, had instead become S110.11 per POP (5180,006.000)'

This wu brought to my attention &1 once. J immediateiy called the FCC bid hotline and
spoke with a member oithe FCC staffand was gr.·en a fax nwnber to fax our bid records
to. I wo faxed a copy to Mike Sullivan,FCC Counsel to the company.

This bid was not made intentionally by us., and is clearly in erTor. To the best of my
u,owledge, our computer system was operating property, and the bid, as mad~ per my
computer screen and our paper records, was S11.01 per POP. We can only asaume that
sortl.e\Where in our procedures this morning. which combined both an uploa.ded file and &

manual bid entry change, a clerical or computet error was made and an extra "zero'" was
added to the doUar bid amount for that specific market.
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I sweat that the above ltatement is true anel correa to the best army knowJed,e uader
penalty ofperjury.

Signed,

Anthony T. Easton
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DATE:

To:

FROM:

January 25, 1996

Javier Lamoso, Fred Martinez,
Terry Easton, & Quentin Breen

Mike Sullivan

CODE: 558

FAX No.: 1-415-349-8150

RE:
~-~~

Draft of waiver request and amdevlts. Larry is also attaching
a draft press release. We need to file early Friday to get
this to the press and FCC in a timely fashion.
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William F. Caton. Acting Secretary
Federal Communications Commission
1919 M Street, N.W., Room 222
Washington., D. C. 20554

Re

Attention:

Dear ~1.r Caton

PCS 2000, L.P.
Block C PCS Auction
Request for Expedited Waiver or Reduction ofWithdrawal Penalty

Kathleen Ham
Chief, Auction Division
Wireless Telecommunications Bureau

On January 23, 1995, PCS 2000, L.P. ("PCS 2000") erroneously submitted a bid in the Block
C PCS auction for Market B324 for a price ten times as high as it intended. It informed the
Commission immediately upon discovering the error and withdrew the bid the next day. PCS 2000
now asks the Commission to waive its withdrawal penalty rule. Imposing a penalty potentially as
large as 5162 mil/ion on PCS 2000, a small business owned and controlled by women and
minorities, for an innocent error will both destroy the company's ability to continue its aggressive
participation in the auction and chill the willingness of other small businesses and entrepreneurs to
bid

Accordingly, PCS 2000 requests, pursuant to Section 24_819(a)(l) of the Rules, a waiver of
the bid 'Withdrawal penalty imposed by Section 24704(a)(I) of the Rules for PCS 2000's withdrawal
of its erroneous high bid 0[$180,060,000 for the Block C license in Market B324 in Round 11. In
the alternative, pes 2000 requests that the penalty be very substantially reduced. PCS 2000
respectfully requests that action be expedited so that a resolution is achieved while the auction is
ongoing. Delaying action until after the close of the auction would adversely affect the outcome of
the auction
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Background

Page 2

In Round 11 of the Block C PCS auction., PCS 2000 entered bids for a number of markets,
including Market B324. For each of these selected markets, PCS 2000 intended to, and believed at
the time that it did, enter the minimum bid increment. For MarketB324, the minimum bid
increment would have resulted in a bid of$18,006,000.00. Due to an error, the bid for this market
was recorded by the Commission as $180,060,000.00, exactly ten times as large as the intended bid.
pcs 2000 discovered the error about two hours after the close of the bidding for Round 11, when
it downloaded the round results from the FCC's internet FTP server. PCS 2000 immediately
telephoned the FCC's auction contractor to indicate that it had intended to bid $18,006,000.00 and
to report that the $180,060,000 bid was in error. Undersigned counsel also contacted officials of the
Auction Division to inform them of the error. The Commission verified that the bid had been posted
as received, and PCS 2000 withdrew the erroneous high bid of $180,060,000.00 on January 24,
1996.

PCS 2000 has conducted a preliminary investigation of the error, but the precise cause of the
erroneous bid remains unknown. The error appears to have occurred in PCS 2000's bid preparation
and submission process and was likely caused by some combination of a departure from previously
established internal procedures, human error, and the inability to conduct a complete cross-check
of the submitted bids against other data prior to the conclusion of the bidding period because of a
lack of time. In addition, discovery of the error was delayed because the FCC's confirmation of the
bid was not received due to a printer malfunction pes 2000 is undertaking measures to ensure that
there is no recurrence of these conditions

pes 2000 notes that some press reports have erroneously claimed that PCS 2000 attributes
the error to the Commission. Because the results reported by the FCC did not reflect the bid that
pes 2000 believed it had submitted, the company contacted the FCC to determine whether an error
had occurred in reporting the results. The FCe confirmed that it reported the results that had been
submitted, and PCS 2000 has now concluded, as discussed above, that the error occurred in its own
bid preparation and submission process and was not attributable to the Commission.

Discussion

pes :2000 submits that the public interest would be served by grant of a waiver (or, in the
alternative, a substantial reduction in the penalty) in the unique circumstances of the instant case,
that strict application of the prescribed penalty for withdrawing a bid would disserve the public
interest, and that the purpose of the rule would not be undermined by a waiver. Prompt resolution
of this is essential, because the lack of a decision will severely limit the ability of pes 2000 to
continue its active and aggressive participation in the auction and could aversely affect the
willingness of other bidders to participate

Waiver of the penalty rule under these circumstances would not establish a precedent that
would create any opportunity for mischief in the future. The bid submitted in error by PCS 2000
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was clearly in error and not an attempt to manipulate the bidding. The S180,060,OOO.00 bid
represented a per-pop price of SilO, which is vastly in excess of the likely value of this license.
Indeed, the erroneous bid exceeded the previous high bid by 900%, at a time when PCS 2000 (and
many other bidders) were making only the minimum bids necessary. All of PCS 2000's bids in
Round 11, except the erroneous bid for Market B234, were the minimum permissible bid, and the
erroneous bid was exactly ten times the minimum permissible bid ofSI8,006,OOO.00. It is obvious
that an extra zero was somehow accidentally added to the end of the bid amount. No reasonable
bidder would have knowingly bid such a price for this license.

PCS 2000 promptly took steps to notify the Commission that an error appeared to have
occurred. As Mr. Easton indicates in his declaration, immediately upon discovering that the FCC
had recorded the bid as being SI80,060,000.00, he informed Mr. Louis Segalos, an official with the
Commission's auction contractor, that an error had occurred. He supplied Mr. Segalos with copies
of spreadsheet printouts indicating the bids that PCS 2000 believed it had submitted. Shortly
thereafter, counsel informed the Auctions Division staff of the error. The erroneous bid was then
'Withdrawn on January 24, 1996.

None of the participants in the C Block auction would be able to pay a penalty of this
magnitude It would vastly exceed the S50 million upfront payment posted by PCS 2000 (and
indeed would exceed any Block C bidder's upfront payment) and would, ifnot waived, render the
company unable to acquire any licenses Other bidders in the auction would be similarly affected
by a penalty were they to make a similar mistake Prompt action on this matter is needed to avoid
chilling participation in the auction.

It is important to recognize that ifPCS 2000 is subjected to this unduly burdensome penalty,
its bidding capacity will be drastically reduced, if not eliminated. As a result, less money will be
involved in the auction and licenses may well be undervalued. This would lead to spectrum being
assigned on a less than optimal economic basis, instead of being assigned to those valuing most
highly A prompt waiver of the rule would ensure the integrity of the auction process as a whole and
minimize any disruption to this process

PCS 2000 regrets that the error occurred Nevertheless, no party has suffered any harm as
a result of the erroneous bid or its withdrawal The error occurred relatively early in the auction and
the bId was promptly withdrawn As a result, any party wishing to bid for the market involved is
able to do so

83



, .

WILKINSON, BARKER. KNAUER & QUINN Page 4

Accordingly, pes 2000 submits that waiver of the rule is warranted in the public interest and
should be granted without delay.

Sincerely,

Wilkinson, Barker, Knauer & Quinn

By: Michael Deuel Sullivan

Counsel for PCS 2000, L.P.

cc: KatWeen O'Brian Ham
Gerald P. Vaughan
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Declaration ofJavier Lamoso

I, Javier Lamoso) am the President ofUnicom Corporation, the general partner in pes 2000)

L.P. I have read the foregoing "Request for Expedited Waiver or Reduction ofWithdrawal Penalty"

and declare under penalty ofperjury that the statements therein are true and correct, on information

and belief

Executed: January 26, 1996 .
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Declaration of Anthony I, Easton

I, Anthony I. Easton, am the CbiefExecutive Officer ofUnicom Corporation, the general

partner in PCS 2000, L.P.

I have read the foregoing "Request for Expedited Waiver or Reduction of Withdrawal

Penalty" and the statements therein are true and correct to the best ofmy knowledge.

I supervised the preparation and submission ofPCS 2000's bids for Round 11 of the C Block

PCS auction, in which a bid ~as erroneously submitted for Market B324 in the amount of

$180,060,000 instead of the minimum bid of $18,006,000. While PCS 2000 has been unable to

determine the precise manner in which the error occurred, there are a number of ways in which the

error could have occurred, in light of a departure, during Round II, from the internal bidding

procedures nonnally followed. The error is likely to have been the result of human error in entering

data into the spreadsheet program PCS 2000 uses to prepare its bids. Nonnally, any such error

would have been discovered and corrected during multiple cross-checking processes. Unfortunately,

during Round 11 these cross-checking processes were not followed fully, because it became

necessary to manually change certain bids on-line shortly before the close of the bidding round in

order to comply with bidding eligibility and activity rules. As a result, there was not sufficient time

to recheck the details of every bid. In addition, the printer that nonnally prints the FCC confirmation

ofbids received was not functioning, as a result of which pes 2000 did not receive any confirmation

that would have alerted the company to the error

I declare under penalty of perjury that the foregoing is true and correct, based on personal

knowledge and on information and belief

Executed: January 26, 1996
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